






NAVy GRADUATE COMPTROLLERSHIP COURSE
RESEARCH SEillNAR IN CO IPTROLLERSHIP
Dr. A. Rex Johnson
May 11, 1956
Prepared By
Luc i en B, McDonald
Commander, U. S. Navy




noandoL x.eH .,• .ifli
a^^I ,11 ^sM
.Ft nelojiJ




In this paper I desire to follow up a statement by
James Forres tal in which he said,
Good organization comes from the energies of men, from
good v/ill, from confidence and teamwork, from broad under-
standing of great problems, and the willingness to spend
a good deal of attention on details.
The particular phrases "from goodwill and from confidence and
teamwork" are the inspiring words.
Since I have been in the Navy t¥/o forces have always
been present to militate against goodwill, confidence, and
teamwork. These forces are the existence of groups, apparently
interested mainly in promoting their own interests, and the
continual struggle between military and civilian employees for
status in the organiir,ation. I do not believe there is any
solution or answer to the fact that cliques exist or that status
should be eliminated, quite to the contrary, each has its
part in the organization and each serves s specific purpose.
The dangers in these two forces lie in excesses. My purpose
is to discuss organizational identification and status so that
they are more clearly understood as dynamic forces affecting
the efficiency of the organization.
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As an organization increases in size, the difficulties
of administrative cohesion become extremely complex. For as
size increases, the inevitable functional divisions become
larger and more separated, both geographically and in points
of view about the results desired and about how to get them.
Obviously, to pull together in an overall directive way the
activities of production, planning, and operations of a small
enterprise can be done by a handful of people, but in the Navy,
a gigantic orgardzation, the Job of bringing unity of intention
and unity of achievement attains a raagnitude which requires a
high order of intellectual capacity and knowledge of good or-
ganization.
It is clear from current literature in the organiza-
tional field that there have been important advances over the
last few decades. The amount and authenticity of knowledge
on the subject of organization has increased considerably,
but the application is uneven. What is needed is a general
theory of organization which would enable arriving at approxi-
mately correct solutions of basic organizational problems,
•^Karnes t Dale, Planning and Develoni np; the Company
Organization Structure (New Yorkj American Management Asso-
ciation, 1952), p. 163 .
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but since no such general theory has been created, there re-
mains but to solve a number of unresolved organizational pro-
blems and in the process arrive at a general theory. In
this paper I have selected one of these problems, the impact
of personality on organization and of organisation on person-
ality. Because of the large scope of this problem and the
short length of this paper, I have selected tvjo areas of in-
vestigation, each relating to a phase of the problem. In
chapter tv,o I vdll discuss the effect of the various subordin-
ate organizational aims on the people in the subordinate or-
ganization in relation to their thinking about the overall or-
ganization. This is considered pertinent in the Navy, because
of the extremely large number of subordinate organizations,
each trying to perpetuate itself at the expense of some other
organization. I believe this problem will be a major consid-
eration in most decisions made by military comptrollers, as LGDR.
W. J. McNeil, Jr. referred to his dealings with all of the
"Little Navies" within the Navy at the Naval Air "yiaterial Center.
^
Chapter three will concern the impact of personality
on the organization in a discussion of the status of people
in the organization. This, I believe, will also be a major
concern of the comptroller in his decision-making process.
Particularly now since the comptrollership function is still
relatively nevf and new organizational relationships are being
evolved and crystallized. The resulting chanj-es will be
^Statement by LCDR. W. J. McNeil, Jr. U.S.N, in talk
March 29, 1956.
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resisted and one of the bases of resistance to such changes
is epitomized as changes in status. A knowledge of status
will enable an executive to be philosophical about resistance
encountered in making changes and give him an insight into
when to make decisions. The fine art of executive decision
consists in not deciding questions that are not pertinent,
in not deciding prematurely, in not making decisions that can-
not be effective, and in not making decisions that others
should make.
In the remainder of this chapter I will discuss those
principles necessary in a good organization that will collide
head-on with the destructive tendencies of organizational
identification and status systems causing executives headaches,
preventing perfect organizations, providing the dynamics to
administration, and suggesting to me the title of this paper,
Organizational Reaction *
Mary Parker Follet's four fundamental principles of
organization are:
!• Coordination by direct contact of the responsible
people concerned,
2, Coordination in the early stages,
3« Coordination as the reciprocal relating of all the
factors in a situation,
4, Coordination as a continuing process,
2
Chester I, Barnard, The Functions of the Executive
(Cambridge Mass.j Harvard University Press, 1938), p,194,
2
H. C, Metcalf and L. Urwick,(eds, ) , Dynamic Adminis-
s tration ; The Collected Papers of Uary Parker Follett (New
York and London: Harper <% Brothers Publishers, 1941), p.297«
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The principle of direct contact implies that coordina-
tion is achieved through "man to man" personal horizontal re-
lationships of people in an organization. People exchange
ideas, ideals, prejudices, and purposes through direct per-
sonal communication much raore efficiently than by any other
method, and, with greater mutual understanding can achieve
both common and personal goals. Recognizing ultimate interests
facilitates agreement on methods and action. For instance,
rivalry and consequent criticism, which all too frequently mar
the relationships of bureaucrats in the Bureau of Ordnance
and in the Bureau of Ships is an example of poor coordination
and an indication that organizational identification is over-
emphasized. Unless personnel of these two bureaus exchange
ideas and reach an understanding on areas of common interest,
there can be no coordination between them. No order to coor-
dinate can achieve coordination.
The second principle stresses the importance of coor-
dinating in the early stages of planning and policy-making.
Direct contact must begin at the earliest stages of the process
so that two parts of an organization do not surprise each
other with completed policies and then try to agree. The most
essential thing to be considered is that control must be
generated by the activities to be c ^ntrolled. Control must
begin as far back in the process as possible otherwise the
result will be "Power over" rather than the inost effective
"Power with" concept. Joint action must know its source.-^
^Ibid .. p. 224-5.
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The third principle states that all factors in a situa-
tion are reciprocally related and shows what coordination
really is. For example, visualize A as adjusting himself to B
and to C and to D. A adjusts himself to B and also to a B in-
fluenced by C, to a B influenced by D, and to a B influenced
by A himself and so on and so on. This interpenetration of
every part by avery other part as it has been permeated by all
is the goal of attempts at coordination.
These three principles provide horizontal coordination
rather than vertical. People cooperate as a result of under-
standing one another's needs, and an order to coordinate is
both unrealistic and unenforceable.^
The fourth principle, the need for continuous inter-
change of information can hardly be overemphasized. Until
coordinating is looked upon as a continuing activity, it will
never be possible to solve problems, because by the very pro-
cess of solving new elements and forces co:ne into the situa-
tion and new problems result that have to be solved. The
problems of enterprise are never solved, compromises are
reached by the interchange of information or modification of
details. In the very process of solving problems, new strengths
and weaknesses may be uncovered and, in time, may build up
again to the stature of a problem. Good coordination will
^Harold Koontz and Cyril O'Donnell, Principles of
Management ; An Analysis of Managerial Func ti ons ( New "York i
McGraw-Hill Book Company, 1955)? P» 38-
• nolJ o aJq ' ':
I tj ri nso r lo c. i'
'^&iiil^ etij ol for Ivloa lo 8S90
a idT.n'3T:t?. 'w-^n .r.ms^ en '>c •- erlJ" nl .?j[lr
IIJtTr noxctjBCiibiC! cfoiq « lo ©loJs^e ©r ai4S«
lo e I ,11 IJ:ix:0 bfiB scTncoX bl
remove the points of contention and excellent continuing
cooperation will anticipate difficulties and prevent the de-
velopment of problems.
In summary, the Navy is a very large organization com-
posed of numerous smaller organi.^:;ations that must be coordin-
ated to attain a common purpose. Because of its si^e the
problem of organizational identification and personal status
are of particular si'^nif icance as disrupting factors of coor-
dination and as major factors for military comptrollers in
their everyday decision-making process. The opposing actions
of these forces provided the organizational reaction in the
Navy.
•''
Ibid ., p. 38.
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In the 0» S, Navy many small organizations must be
coordinated in order that the large organization can be effec-
tive. This job is gargantuan and difficult. For a top ad-
ministrator to be even passably successful, he must under-
stand the loyalties that exist among the lesser organisations
and the identification of the individuals to the subordinate
organizations.-'" The top administrator must understand and
2
take "group-think" into consideration. My purpose is to pro-
vide an understanding of organizational identification in this
chapter.
An individual through being subjected to local or-
ganizational goals and through a gradual process absorbs these
goals into his own thoughts and thereby becomes an "organiza-
tional personality" which is altogether different from his
personality as an individual. The organization assigns a
role and specifies the particular values, facts, and alterna-
tives on v;hich decisions in the organization are to be based <,
The assignment of this role is necessnry in order to reduce
1
Ordway Tead, The Art of Administrntion (New York:
McGraw-Hill Book Compcaay, Inc., 1951), r«179«
S/illiam H. Whyte, Is Anybody Listening? (Ne^^ York:
H. Wolff Book :lfg. Coi^pany ,Tnc. , 1952), p.224o
II
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8the decisional problems to manapeable proportions. This, how-
ever creates the problem of reconciling the subordinate or-
ganizational role imposed on individuals vdth the overall
goals of the entire organization.
The experience of two agencies in the State of Califor-
nia in 1941 illustrates this problem. The State Relief Ad-
ministration cared for the employable unemployed and the
county relfare departments for the unemployable unemployed.
From the standpoint of the state as a vhole, the objective of
the welfare administration was to care for all unemployed
and to guarantee them a minimum standard of living. The over-
all organizational goal was to see that only eligible people
qualified for relief, that their budgets conformed to the
standards, and th^t thft«^e ends were accomplished with a mini-
mum expenditure of funds. The ^tate Relief Administration was
tryinf to accomplish this obiective vdth its area of activity
limited to employable persons, while the county welfare de-
partments were aiming at the same objective within their areas
limited to unemployable persons.
These ob;}ectives viewed in terns of the subordinate
organizational objectives provide a competitive element in the
decisions of thp state and county administrative officials,
respectively. One way the state agency could increase its ef-
ficiency measured in terms of its own subordinate objectives
tierbert A. Jriimon, via mini l- tra t i ve Ijehavi or (New York:
The Macmillan Company, 1950), p. 201,
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and not in terms of the state as a whole was to make certain
that any unemployable persons on its rolls ?/ere discovered and
transferred to the county. The ?ame was true for the county
in terms of its subordinate goals.
As a result, each organization sourht the relative
maximization of its own objective, and a great deal of time,
effort, and money was spent by these agencies in attempting to
shift clients from one to the other in borderline cases. This
competition was understandable from the subordinate objective's
point of view, but from the state's overall goals it was waste
and foolishness. The end result was inefficiency in the sup-
porting of the unemployed.
There is rtothing predestined about this condition.
Decisions are not male by organizations, but by the people in
the organization and there is no reason why members of the or-
ganization must make decisions that are organizationally
limited. Nevertheless, example after example can be found
where individuals behave as though the organizations to which
they belong were the ultimate of importance and right, always
calculating the organizational utility in each decision.
Before progressing further, it is necessary to explore
what is meant by identification. To be explicit, it can be
said that a person identifies himself with a group when, in
making a decision, he evaluates the several alternatives of
Benjamin M. Selekman, Labor Relations and Human
Relations (New York and London; McGraw-Hill Book Company,
I947), p. 61.
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choice in terms of their consequences for the specific group.
^
For example an individual identifies himself with America when
he prefers a particular course because it is good for America,
or v.'hen he prefers it because it is good for V/ashington, he
is identifying himself with V/ashingtonians. A person is said
to act from personal motives vvhen his evaluation is based on
an identification with himself or with his family.
The group with which a person identifies himself in
the naval establishment may be the engineering duty officers,
aviators, submariners, Bureau of Naval Personnel people, the
"gun club" people from the Bureau of Ordnance or "black shoes^',
line officers not in aviation duty. The nicknames are the
results of organizational identification by specialty or loca-
tion.
An individual may identify himself either with the or-
ganizational mission or with the perpetuation of the organiza-
tion. For example, a submarine officer making a decision can
identify himself with the function or the mission of the sub-
marine force or he may evaluate all alternatives in terms of
their effect upon the force, its conservation and growth. Two
types of loyalty to the organization can exist depending on
whether the individual identifies himself with the function
and objectives or with the conservation of the organization.
The identification with group or function is such a
universal phenomenon that one cannot participate for more than
H. D. Lasswell, V/orld Politics and Personal Insecurity
(New York; Whittlesey House, 19>3^), p."?.
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a few minutes in administrative affairs or read five pages in
an administrative report vdthout coming in contact v^ith it.
One of the most common failures resulting from function-
al identification is not balancing costs against value received
1in making administrative decisions. Organizational goals
accomplished by an administrative program can be measured in
terms of adequacy, the degree to v/hich the goals have been
reached, or of efficiency, the degree to v/hich the goals are
reached compared to the resources used. For example, the
adequacy of the war production effort in World War II was meas-
ured in terms of hardware delivered to the armed forces; its
efficiency, a comparison of actual production to what could
have been obtained with the best use of natural resources. The
American war production was highly adequate, but whether it
was efficient is nuite another question.
In the government and particularly the military estab-
lishment, there is a tendency for the administrator, who iden-
tifies himself with a particular goal, to measure his organiza-
tion in terms of adequacy instead of efficiency. Since there
is not scientific way to establish "standards'' of service,
the usual cry is heard that the budget is inadequate. Be-
tween the completely adequate and inadequate performance there
are all degrees of adequacy. Furtliermore, human wants are in-
satiable in relation to human resources. Considering these
two facts, there remains only one condition on vvhich to bare
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the administrator is to obtain maximum results relative to
limited resources.
The process of identLfication then may lead adminis-
trators to give undue weight to social values. He is psycholo-
gically not in a position to decide the amount of money appro-
priated or the relative merits of his claims upon public funds,
as compared with the claims of competing units. The follow-
ing item from the San Francisco News illustrates this institu-
tional thought:
This item refers to the San Francisco Utilities Department,
which controls the city's V/ater Department and the Hetchy
Hetchy Power development as well as other local utilities;
While Utilities Manager Cahill was in Washington for ten
days that lasted a month, Nelson Eckart, head of the
Water Department, filled his own job, the top Hetchy Hetchy
post of the late A. T. McAfee and Cahill' s overall job too.
Forrest Gibbon, executive secretary, had to tell who he
was by the hat he was wearing.
On Cahill' s return, Eckart 's first words v/ere, 'Here's the
key to the powder house, here's the aspirin bottle, I quit.'
But it was some days before Cahill discovered all the
triple-personality kinks which had broupht Eckart to the
brink of madness. Ee discovered, in fact, a letter
Waterman Eckart had written asking for more money for the
water works, another letter Hetchy Hetchy Eckart had
written asking for more H. H. dough, and a final letter
Acting Utiliti(=»5 Manager Eckart had written denying both
his own requests. Naturally, Cahill asked 'What the devil?'
•From up here', Eckart explained, 'things don't look the
same as they do down there. '^
The faulty weighting of values through functional iden-
tification is mainly counteracted in the budget where the allo-
cation of fund's decisions are made at a high level. Consider-
able work and strategy is used by each of the three armed
San Francisco News, February 12, 1942.
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services to get their share of the funds.
A major problem in an organization is to specialize
and sub-divide in such a way that the forces of identifica-
tion will contribute to, rather than hinder correct decision-
making. To do this these identifications must be taken into
consideration in allocating the decision-making functions.
The basic guide line is that decision-making should be so lo-
cated in the organization that it will be approached by neces-
sity on the basis of efficiency rather than adequacy. It is
unsound to entrust to the administrator responsible for a
function the responsibility of deciding whether his function
or other functions are the most important. The only person
logically competent to make such decisions is someone who is
responsible for all of the functions or none.
Identification is not inevitable but should be sus-
pected. The administrator should broaden his area of identi-
fication from the narrower objective. This can be accomplished
through modifying our narrow loyalties. Loyalty to the larger
group will result when the loyalty is rewarded, and when the
results of administrative situations are understood in terms
of efficiency rather than adequacy.
Many in the Navy believe in the old Russian proverb,
"Whose bread I eat, his songs I sing''. At high levels identi-
fication can have serious consequences because it may intro-
duce unrecognized and unverified elements into decision-making.
^Mary Gushing Niles, Middle ;.ianaF:ement (New York:
Harper and Brothers, 1949), p. 51.
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The high level administrator may mistake whose "bread" he is
eating and "sing" the wrong song.

CHAPTER III
STATUS IN THE ORGANIZATION
The interesting fact in the Navy organization is that
all types and manners of status are present. The military
status provides the most obvious and the civilian organiza-
tion provides the delicate subtle type. The mingling of the
two types in the same organization causes many interesting
situations.
The status of an individual in an organization is de-
fined as a combination of recognized facts including a state-
ment of the individual's rights, privileges, duties, and obliga-
tions in the organization, and obversely, by restrictions
governing his behavior because of his position.-^ There are
two types of status systems. The functional system is the
status of an individual not affected by authority or jurisdic-
tion in the organization and is a result of general ability in
a certain functional line. For example, the fact that a man
is a performing plumber is not in itself functional status,
but the fact that being a plumber, the man is presumed to have
certain capabilities and limitations; he would not be expected
to give legal advice. This assumption of the capacities and
•^Chester I. Barnard, Organization and Management
(Cambridge, Mass.: Harvard University Press, 1952), p. 208.
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limitations of the plumber, ignoring what you may have observed,
is functional status. Emphasis on a man's potential is not
necessarily based upon what has bean observed in practice.
The other system of status is scalar. This is deter-
mined by the relationship of his superiority in the chain of
command and by Jurisdiction. Every person within the structure
has a boss, and every boss has his boss, until finally at the
top of the heap we find that rare and sacred individual, the
big boss, the nan vs/ho has no boss. The whole scalar chain
forms a neat pyramid with the big boss at the top and each
rank of lesser bosses of lesser scalar status increasing in
number as they decrease in importance until at the bottom, the
lowest status.^
The next question that comes to mind is; how are the
status systems established and maintained?
Primarily they are maintained by rank, by differences
in salaries and privileges such as the size of the office,
the location of the office, the privilege of having a rug,
the fact that your name is included in an activity telephone
directory, the privilege of having a private secretary, time
clocks, varying time off Tor lunch, and many other combinations
of perquisites. Close scrutiny of the privileges and wages
will fairly accurately describe the system of status existing
in the organization.
"Burleigh B. Gardner, Human Relations in Industry
(Chicago: Richard D, Irwin, Inc., 1949), p. 22.
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Another more subtle means of maintaing the status
system is the restriction of behavior. This is particularly
evident in military society j enlisted men are not allowed in
officers' clubs and likewise, officers are restricted by their
superior status from frequenting chief petty officers' or
enlisted mens' clubs except on special occasions. High status
results in restrictions in the use of unrefined language.
Much snobbery caxi be attributed to maintenance of
status. Among military people, organizational status has
great effect on social status and vice versa. For example, in
the Washington ax^ea, admirals and generals are readily accepted
by the highest social strata in the city, thereby giving them
exalted social status by virtue of the high military status.
Other means of maintaining and perpetuating status are
through the use Ox ceremonies on entering or being appointed
to an organization, the use of insignia of rank, and by the
use of titles of the position occupied in social intercourse.
Status systems are found in varying degrees in all
formal organizationi^ because of the needs of the individuals
in the organization. An example of this can be readily seen
from the follo¥/ing conversation when the foreman brings Jim
a new man over to Joe on the assembly line:
Foreman: 'Joe, this is Jim Blank who is going to work on
this assembly. I wish you would show him the job.' (Tell-
ing Joe that Jim is new and inexperienced on the job and
has low functional status.)
Joe: 'Howdy, Jim. You ever had any experience with this
assembly?' (Trying to place Jim a little more accurately.)
Jim: 'No, I been on a drill press in the gadget department
3q 8
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for a couple of years. (Letting Joe know that he is not
entirely a green-horn and does have some status by virtue
of experience on machines as well as service with the
company.
)
Joes 'You did? Why I worked over there when I first
started eight years ago. Is old Jake, the foreman, still
as "sour puss" as ever?' (Telling Jim that he need not
feel that two years' service anounts to much, and that he
still has superior status because he also knows about the
gadget department as well as having senior service.)
Jims 'Well, Jake's a pretty decent guy after all, even if
he does act sour at times, I kinda hate to leave the
department, but work is getting slack on the drill presses.
(Showing a little annoyance at Joe's implied criticism of
the gadget department, and also telling Joe that he had
not left to get out of the place or because they did not
want him, and there were no grounds for loss of status.)
Joes 'Yeah, I used to like Jake and hated to leave there
myself.' (Sensing Jim's irritation and trying to express
common attitude.)!
The needs of the individual for status systems can be
identified as (a) the differences in abilities of individuals;
(b) the differences in the difficulties of doing various kinds
of work; (c) the differences in the importance of various
kinds of work; (d) the desire of formal status as a social or
organizational tool; and (e) the need for the protection of
2the integrity of the individual.
Individuals gain status depending on their abilities
relative to others in their social sphere. The differences
in social capacity, mental capacity, physical capacity and in-
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Another segregator in the status system is the diffi-
culty of the type of work a person does. This is usually re-
cognized because of the difficulty in replacing a man doing
complicated work. The person is valuable in relation to the
interaction of supply and demand in the talent market. At the
present time engineers and doctors are in short supply and are
in demand; it follows then that their status is correspondingly
high.
A degree of status is accorded the individual in pro-
portion to the importance of the position he holds.-'- For ex-
ample the commanding officer of an aircraft carrier has a higher
functional status than the commanding officer of a destroyer
tender because the aircraft carrier in naval society is con-
sidered more important even though the formal rank is the same
and the salary is the same. Superior ability in an unimport-
ant job does not necessarily result in higher status in this
type of organization, nor does economic importance control.
The credentials of formal status as a social or organ-
izational tool are Insignia and titles. They indicate in a
general way a person's character, ability, and skill or his
functions. They are not final indications, but preliminaries
that save embarrassment and awkwardness. Examples of these
credentials are the admirals' stars, the letters Ph. D., the
title doctor, or vice-president. Possession of title or rank
is prima facie evidence that responsible people have conferred
Kimball Young, Social Psychology (New York: Appleton-
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recognition of a certain accomplishwent, ability, or skill.
In the formal organization this is convenient for both the
manager and the worker and aprlies to both functional and scal-
ar status. Even in Russia there is respect for status based on
general achievement.-^
The need for the protection of the integrity or the
position of the individual can be demonstrated by the inte-
gration of one's past accomplishments into his personality by
publicly improving his status. Men, who hy extraordinary ef-
fort or sacrifice, gain superior knowledge, skill, or experi-
ence, need personal endorsement. The granting of superior
status is not a reward, but a recognition of accomplishment.
Without this recognition a sense of frustration follows, be-
cause of the individual need to attain recognized status among
relatives and friands. For example, witness the parade of
diplomas, degrees, public honors, awards of medals, insignia
of achievement and distinction, and the reaction of friends,
families and organizations to them. One cannot doubt the rec-
ognition of these distinctions in every field of social and in-
dividual activity.
The need of attributing higher status to those from
whom commands come is apparent. Obviously, everyone cannot in-
discriminately give orders to everybody else; the command
function must be specialized. In addition, p eople resent
George Sokolsky, ''These Days," '.^'ashington Post and
Times Herald, March 17, 1956, p. 15.
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and feel injury to their self-respect and integrity if they
must receive orders from a person of inferior status. Men
are eager to be "bossed" by superior ability, but they resent
being bossed, by men of no greater ability than they themselves
have. Because of the great desire of men to believe that their
leaders "know what they are doing", superior status, unless
obvious facts prevent it, will be spontaneously attributed
by imputing abilities which the men are not in a position to
Judge. This is particularly true of scalar status.
In the functional status systera advice rather than
authority is involved. Of two individuals vith equal knowl-
edge, the specialist, with status is afforded the greater
respect. Much abuse can result if formal status alone is con-
sidered in accepting advice because of the different degrees
of knowledge. There is little doubt, however, that the func-
tional status system provides great relief in practical every
day social relations.
Considerable experience has demonstrated that superior
people and average people cannot work together for long as
equals, but where differences of formal status are recognized,
men of unequal abilities and importance can work together well.
If there is no formal segregation between uiiequals, non-coopera-
tion will result and finally, informal segregation. The in-
formal groups will be lead by informal leaders who are not in-
tegrated into the formal organization.
Irving Knickerbocker, "Leadersiiip; A Conception
and Some Implications", Human Factors in rJanagement . edited by
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A person with inferior ability v.'orking in a group is
constantly in a position of disadvantage, under pressure at all
tiiaes to exceed his capabilities, always losing in the struggle,
and therefore never able to secure respect for what he does
contribute, but in a position to be incurring disrespect for
what he cannot do. A man cannot stand this kind of inferior-
ity and frustration. The status system solves this dilemma by
assigning formal status to those of mediocre ability by giv-
ing inferior rank but at the same time recognizing the impor-
tance, the contribution, and the indispensibilities of the in-
feriors.
In the Navy, maintaining status is accepted as a rou-
tine organizational practice. Executives usually have a practi-
cal understanding of the status systems and are continually
occupied with selection of people, chan^^e in status, modifica-
tion of hierarchical relationships, inculcation of doctrines of
management and ceremonial activities, all of these functions
directed toward maintaining and improving the system of status
and assuring that it performs its function in coordinating
behavior.
The status system provides the following necessities
to the organization: (1) the implementation of a system of com-
munications; (2) the existence of the system of incentives: and
(3) a means of developing and fixing responsibility.
For there to be any cooperation in an organization
there must be an adequate systeii of comraunication that is accur-
ate and rapid as well as authoritative and intelligible. The
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status system greatly facilitates authority in communications
by providing acceptance through the insignia of office such as
the use of printed letter-heads or title. It provides prima
facie evidence that both the sender and receiver are people
of responsibility. If it were not for the status system, rou-
tine daily communications would be complicated and frustrating.
The carpenter, the bricklayer, the lawyer, or the naval officer
may be poor, or even bad as determined by previous observation,
but even so, will be accepted in his functional line as super-
ior to those of other statuses. A communication from a doctor
on medical matters even if we do not know him and have never
seen hira %'ill be much more authoritative and acceptable than one
from a bricklayer.
In order for a communication to be effective, it must
be understood, both by the sender and by the receiver. This
requires a selection of language depending from whom and to
whom the communication is made. The status systems are indis-
pensable guides to the selection of appropriate language.
Ignoring material incentives such as salaries and other
economic emoluments, iraportant incentives for cooperation are
the maintenance of status and the improvement of status. The
scarcity of incentives in a large organization such as the Navy
calls for careful, systemic, intelligent, application.
The two aspects of status that can be analyzed as pro-
viding an incentive are prestige for its own sake, as a rein-
forcement of the ego and as security for personal integrity, and
prestige as a valuable means to other ends, '^'.itness the immense
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amount of vork and sacrifice made b^' innuraerable volunteer
heads of social, philanthropic, religious, political, and scien-
tific organizations. Prestige is an important need for many
individuals and tiiey v;ill work hard to satisfy and forego much
to attain it. In the government, the Navy in particular,
material rewards are beyond the authority of executives to
av^ard, therefore status proves to be the controlling, or a
necessary supplementary, incentive.
The executive, in addition to being concerned vvith the
most obvious incentives of status enumerated above, must be
aware of the more subtle negative incentive. In this sense
prestige is considered to be too burdensome on the individual
because of the limitation on personal liberties. I do not
know of anyone who has turned down the job as the Chief of
Naval Operations, but the position, without a doubt, severely
restricts the personal liberty of the encumbent.
In organizations the creation and maintenance of depen-
dability and responsibility are of extreme importance. This
is accomplished by specific penalties for specific failures
and by limitation or loss of status for failure in general.
Both penalties used in conjunction are most effective, but the
latter is particularly effective especially among those above
the low level of status. The loss of status is more than
loss of perquisites or prestige; it is a serious injury to per-
sonality and, therefore, much more generally resisted. Some
•^James F. Lincoln, Incentive !Vfanag ernent (Cleveland,
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people will refuse advanceraent of status, because of their
fear that sometime they may lose it. The desire to protect
status appears to be the basis of a general sense of responsi-
bility.
Although the status systems are the heart of the or-
ganization, if they are allowed to gro\^7 without regulative
control, disproportionate development results. The neutraliz-
ing of the disruptive tendencies of an unbalanced status
system is extremely difficult for the executive to correct be-
cause he is the central part of the systems. The mature indi-
vidual who can act with objectivity, will mentally project
himself outside the organization and view it with detachment.
Then and only then can he recognize the disruptive tendencies
of a systeai of status.
These tendencies must be understood if the executive is to
be able to intelligently recognize and understand the value
1
and the use of the status system. In general, the disrup-
tions are as follows;
1. The status system distorts accurate evaluation of
individuals in the organization.
2. The status system restricts the circulation of
men of superior ability.
3. The status syste;,; exaggerates administration to
the detriment of leadership and morale.
4. The status system limits the adaptability of the
organization.
Barnard, op. cit ., p. 232,
"3
-Jtanoqaei lo ©snea Ibis/; :8Bd ari^f e '.issqqB axi:tB^a
-10 e/i^ To :tiB9d edi bib &m&:izxa zuJbJz &dJ rl^iiO i
9vld-fllus«»i ^«o<^^^tw woia o^ tewoIlB •ib ^erl^ 11 jflol^BslnBj
-9(J Josiioo o^ »vl:tuD9X9 9d;t lol :tIijoil'ilb -^Ismei^xs si msctaxB
;^oe{.oiq ^IlB;Jn9fli IXlw ^ ^ji^xJjdi,do iiJxw .Iff iBi/civ
• ;tn9fflrloBiteb ii:Ji:w .ti ir9lv bns noi^BslnBSiO erict eblB^jjo llseflild
89ion9bn9cf 3vijqi.fi3ib 9[i;J 9sJt«aoo9i "-' '^'^'^ '^-•f'^ ^^"'^' ^"^' ^-^A*^
SiiJB^ici io csJa'^a b 'lo
oit el 9vi:tyo9X9 9d^ 11 boo^ai9bniJ 9Cf ;t2iJDi aBlonsbnect gaerlT
^u.it-w 9ii;t brtflctaiebnu bnB 9sln80D9T xlins^tT^'--^^"' ^(i
-qjjialb sAi jiBienag nl .c!9:f8\ca auiB^ta sdi lo 6 ax; eaJ dub
:8iiroIXol aB 91B znoti
o. - '" ^2. "Y c< \[ r^ 'J ' : '
ij-B^xaBj4ic ai slBULlviiJiii
lo noi:tfllJLJoilD ^xlvt aioli^aei /ti9cfa^8 aud'BCta 9rIT
,
-^^2 X f' '"'''- 'in ^'^ftn'cfs to nem
.•ale-jom bfj« qiriaiebBel 'lo Jn9mli:t9b 9rli
.aci;rB3iln33'io
.ScS .1 . . Jlu .go jLi«iiT£a
26
There are four main factors on whicli the status system
is founded, namely; (1) the differences in the ability of indi-
viduals; (2) the differences in the difficulties of various
kinds of work; (3) the differences in the importance of various
kinds of work; and (4) the needs of the system of communica-
tions. Of these four, the first two, the differences in ability
of individuals and the difficulties of various kinds of work
have little effect on the evaluation of individuals in the or-
ganization« A person of high status resulting from outstanding
ability or a person of high status l-ecause of the difficulty
of the v'ork he is doing usually are evaluated as above average
people and the evaluation is mainly correct. The other two
bases of status, however, lead to erroneous conceptions of
people.
The rating of a person by the importance of the type of
work he does is a poor method of evaluation. For example, in
the Navy, it is very difficult to retain intelligent men in the
stewards' branch, because the v.'ork of that branch is afforded
low status and the individuals doing that work are afforded low
status even though the work is of great importance to the effec-
tive operations of the ship and very few ships could long be
effective if the officers did not eat. The opposite effect may
be seen in the case of an artist whose v/ork is unimportant but
is afforded importance by society in general. When status has
been transferred from the job to the individual, the exaggera-
tion of personal inferiority or superiority results. This then
is extended to problems of morale, the high status person has
as
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increased morale and that of the low status person suppressed.
Major problems are thus created in the organization.
The breakdovm of comrimnications means imaiedlate failure'
of coordination and disintegration of organization. Good com-
munications depends on a person being at the center of communi-
cations, knowing the local situation, and -^hat has gone before,
knowing to whom and where furth-'^r com^nuni cations should be
made and knowing from whom communications should be received.
One who can satisfy the abovp. conditions is accorded high status
and therefci-e is not readily replaceable and may be erroneously
evaluated. A superior individual who in a relatively short
period of time could be a far superior communicator will rarely
be accepted because of the interruption of communications dur-
ing the learning period, the capacity of the others in the or-
ganization is disturbed by the change in mutual confidence of
the communicators. This results in the over-evaluation of man
in a communication center and affords him high status by virtue
of the fsct that he is always in "the know", since he is at the
communication center, and he is first to learn of any new de-
velopments or changes.
The rating or status afforded an individual by the role
he occupies and the emphasis of the local abilities lead to
under and over-evaluation of individuals artificially. •* Errors
are bound to occur, resulting in some :aen of inferior ability
being placed in relatively superior posts. As time progresses
"'•Lester F. Miles, Brass Hat or Executive (New York:
Willard Frank, Inc., 1949), p. 5.
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some men become superior to th-dr positions and others degen-
erate. The individual v/ith superior ability vill .-nature and
surpass those with higher stitus in ability. The effects of -
aging, of physical, moral, and intellectual deterioration, of
changing conditions all call for a continual readjustment of
the status sy.stem. The organization is dyraanic and inherently
changing, ideally all should be free of status so that at any
tirjie persons of superior and inferior capacity can be shuffled
to adjust to changing abilities. The survival of the organisa-
tion is doubtful if circulation is curtailed to the point
when those of inferior capabilities occupy positions of high
status. The results may be rebellion and the failure of com-
munications.
Because of the following factors, ever! a rough approach
to free circulation is impossible.
(1) A considerable degree of stability of status is
necessary if status is to be of value as an incentive. If
status is unstable, levv will strive to achieve it.
(2) The resistance to the loss of status is stronger
than the desire to achieve higher status. The advantages of
perfect assignments are snore than offset by the disruptive ef-
fects of demotions.
(3) Frequent changes inhibit good cora;iiunications,
because communications depend t:> a large extent on good per-
sonal relationships.
An effective communications system requires not only
stability in filling positions of different status, but also
'io ;inem:tB,L
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standard procedures and rractices. The lines of communications,
the status system, and the associated procedures and practices
are the essential and exposed parts of administration. Since
the status system and the procedures and practices are indis-
pensible to administration, the protection of both becomes a
necessity.
Leadership and the development of leaders may be sum-
marized as the adjustment of ends and means to the dynamic
changes in organizations. Opposition, however, results from
the over-evaluation of the status system and procedures « This
over-evaluation discourages the development of leaders by re-
tarding the progress of the abler men and by putting an exces-
sive preraium on routine qualities.
In sum.T.ary, the effect of the status system, though
essential to coherence, coordination, and esprit de corps « is
to reduce flexibility and adaptability, When external condi-
tions are stable, the importance of flexibility and adaptabil-
ity is less than under changing conditions and the importance
of the refinement of coordination for efficiency is much greater.
Vi'ere it possible to forecast for long periods, the problem
would resolve into an optimum status system, minimizing dis-
advantages and conserving the advantages. But because of the
difficulty of correctly forecasting, an elaborate system of
status is usually employed whose inherent tendency is to become
unbalanced, rigid and unjust.
In conclusion the discussion of the status systems
point up three axioms that must be considered in all organizations;
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(1) insure that there is free movement between status and
ability; (2) prevent systems of status from being ends or even
primary means; (3) and see that rewards are proportional to
the necessary level of incentives and morale.
0£
oi iBfioii'ioqoiq d'. Bwei 9©a Lha (c> ^ariAmu <'ij»6ixiq
.©laiom hnB ?.evl:tneonl lo Level xi^^eeoen •ri^
CHAPTER IV
CONCLUSIONS
In the first three chapters I have discussed coopera-
tion as the basis of organization and two conditions that
exist in all organizations that if unrecognized and allowed
to develop out of proportion will militate against cooperation
and cause a reaction to organization. I believe this to be par-
ticularly true in very large organizations like the U. S.
Navy. To combat these disruptive conditions, they must be
recognized as existing and als^ a? being potentially danger-
ous.
Sooner or later in his career, the naval officer finds
himself in a position where he is frustrated because he has,
in his own mind, solved a problem or completed some original
thinking, but he is unable to have his work accepted even
though the fruit of his thinking is important and of great
benefit to the Navy. Still, because he is unable "to sell"
his ideas, they are not accepted. Cooperation in the organiza-
tion has disintegrated. The reason for this may be that his
ideas are contrary to the objective of a subordinate organiza-
tion and are not accepted by people whose ideas are identi-
fied with the lesser organization or it utay be that one of those
in a position to reject the idea feels that he may lose status.
In a good many cases, if the ideas are sound, rejection is
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based on loss of status or on thinking tied to a subordinate
group. If the frustrated naval officer understands the forces
working against any change or improvement, he will use differ-
ent strategy in his next venture.
If our naval officer is a commanding officer or an
officer-in-charge, he immediately takes a position of high
scalar status. In this position he must recognize the fact
that men v/ill not v/illingly follow a person of equal or lov/er
status. 1 This means, then, that he must be meticulously care-
ful to maintain his position or suffer loss of status in the
eyes of his men with a corresponding loss of coordination in
the organization. He should, therefore, be at all times con-
scious of the importance of maintaining his status and work
actively toward that end.
Another example of the difficulties encountered in the
Navy through loss of status is among naval aviators. Since
World War II nost of the naval aviators have remained in the
service and there is a shortage of billets for the rank of
commander at sea. This results in junior commanders being
assigned to lieutenant commanders' billets with an equivalent
loss of status. This is particularly demoralizing to the
officers concerned, because officers of similar rank and senior*
ity in other branches of the service are being assigned to and
2doing much more responsible and important work. The result is
Barnard, op. cit .,p. ?20.
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loss of morale and incantive on the part of the aviators by
failure to protect the integrity of the individuals. Coopera-
tion fro-Ti these men will be difficult to obtain.
The rotation of duties is healthy from the point of
viev/ of broadening naval officers, but it can be very disrupt-
ing when a lan is transferred from a position of high status
to one of lOY/er status. Those in positions of responsibility
in the organization should be ever alert to recognize situa-
tions of this nature and to individual differences.
In order to combat the disruptive tendencies of organi-
zational identification, a dominant objective that is accepted
by people v/hose activities need to br? coordinated, has a
potent influence. In v/artirae in the Navy this is most apparent
when aviators, submariners, doctors, supply people, destroyer
men and cruiser men are all putting themselves to considerable
trouble in helping each other toward winning the war. Once
this single overpowering objective is removed, as in the Navy
in peacetime, petty bickering, jockeying for position, and
general indifference to the problems of the other person be-
come common.
The value of a dominant objective is also apparent in
the playing of a football team. A spirit of teamwork prevails
as long as winning the game is the primary purpose of all of
the members, but vhen some of the players seek personal glory
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coordinated action is .iiuch more difficult.
Political parties can achisve considerable unity of
action if they have a single do ninating objective, such as re-
moving the opposition party from pov/er; but when diverse and
sometimes conflicting objectives are sought by different fac-
tions in the party, which is likely once the party is in pov/er,
coordinated action becomes harder.
These dramatic examplesi of dominant objectives can be
applied to a variety of situations and the existence of such
objectives spells the difference between a live a]id purposeful
organization and an assembly of subordinate organizations
that contributes very little to making the major organisation
tick.-^
The subordinate organization must not, however, com-
ppletely subjugate itself to the overall organization. The
subordinate organizational view is needed in the whole and it
must be reconciled with all of the other subordinate organiza-
tional points of view. The idea for cooperation is inter-
relationship between all subordinate organizations to create
an overall departmental policy or objective,-^
In the Navy in peacetime there is always a demand for
more resources than are available. It can be readily seen,
-^'William H. Newman, Administrative Action (New York;
Prentice-Hall, Inc., 1951), p. 399.
2James D. Mooney, The Principles of Organization (New
York: Harper and Bros., 1939), p. 13-
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then, ti.at the arguments for and the justificationj? for ad-
ditional funds will be based on the need to maintain an ade-
quate organization. The comptroller, in the end, must analyze,
and determine what part of the funds are contributing to the
efficiency of the operation, and which to making the organiza-
tion adequate only. To do this he must understpni the exist-
ence of organizational identification and distribute scarce
resources on the bftsis of efficiency and not adequacy.
In conclusion, the effects of status and organizational
identification on the organization is most obvious in the
decision-making process. No decision of any policy-making
nature that affects the work rp^lationships of people should
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